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TO THE HONOURABLE Net Income or Deficit and Return on Investment 
THE MINISTER OF TRANSPORT ee ee 
OTTAWA a NET INCOME iB} DEFICIT lim RETURN ON INVESTMENT 
Sir MILLIONS $ 
The Board of Directors submit the Annual Report for the Air : 
Canada system for the year 1968. 8 

A record profit, the largest return on investment in the Com- : 


pany’s recent history and increased traffic in all categories : 


investment reached 6.3%. Comparable 1967 results were 1 
$3,547,000 and 5.2%. 

The year differed in certain basic respects from its predecessor. 
In 1967 traffic growth, under the stimulus of Canada’s Cen- 
tennial activities, had been exceptional. By comparison, 1968 -2 
was Characterized by a modest increase in passenger traffic 
and lower load factors. These trends were, however, offset by 
significantly lower unit costs and improved passenger revenue 
yield per unit of traffic. 5 


marked a period of further growth and strengthening of Air 
Canada’s financial position. 5 
4 
FINANCIAL le oi 
Net income after tax amounted to $8,184,000 and return on 2 | 


Revenues 


Operating revenues reached $387,628,000, a 12% increase. 
Passenger revenues, accounting for 85% of the total, rose 11% 
as passenger traffic grew 8% and a 3% increase in revenue 
return per passenger mile resulted from the North American 


—J 


% af 


tariff revision of April 28. This revision was required to halt : ‘ \4 
yield dilution and to generate the profits required to assist in NL 
the financing of future aircraft. | 

Freight revenues, comprising 7% of total, regained the high 5 


growth rates experienced prior to 1967. They advanced 36% 

on the strength of a 44% increase in traffic, a gratifying re- 

sponse to the improved all-cargo services provided in 1968. 4 | 
Mail revenues increased only 3%, due in part to the 22-day 

Canadian postal strike during the summer. 


Expenses 


Operating expenses totalled $359,610,000, an increase of 9%, mi 
largely attributable to higher wage levels and the rising prices of 

materials and services that confronted the Company and the 

industry generally. This expense growth compared with the 

23% increase in airline capacity (available ton miles) and the 1 
13% rise in traffic (revenue ton miles). Operating costs per unit | 
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of capacity and per unit of traffic both declined, reflecting the 
efficiencies of the new longbodied DC8 and DC9 jets. 0 =) 
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The average number of employees in 1968 increased only 6%. 
But with higher average wage levels, total salaries and wages 
rose 13% and accounted for 56% of the increase in operating 
expenses. 

Airport user charges paid to the Federal Government in- 
creased a substantial 24% to $11.7 million. 

The Company’s tax expense, exclusive of corporation 
income tax, was $15.6 million, up from $13.7 million in 1967. 
Property, fuel and sales taxes paid to provincial and municipal 
authorities in Canada amounted to $7.1 million. Fuel taxes 
alone rose by $1.9 million or 66%, due in part to increases im- 
posed by some provincial governments. Federal sales tax and 
customs duties were approximately $6.1 million. In addition, 
expenses included $2.3 million of contributions to social wel- 
fare programs such as the Canada and Quebec Pension Plans, 
Unemployment Insurance and United States Social Security. 

Although new aircraft were added to the fleet, depreciation 
and obsolescence expense for 1968 was virtually unchanged 
from 1967. This is primarily accounted for by an extension of 
the depreciation life for a number of Viscounts and Vanguards 
that are expected to be retained in service for several more 
years. (Refer Note 1 to financial statements). 


Capital 


Capital expenditures amounted to $149.3 million compared with 
$129.4 million in the previous year. The bulk of this sum was 
related to aircraft either delivered in 1968 or on order for future 
years up to 1971. These expenditures were financed by funds 
generated internally, together with additional borrowing of $90 
million, of which $75 million were obtained from the Canadian 
National Railways and the remainder directly from the Canadian 
Government. 

A long standing relationship with the Caribbean was 
strengthened in August when the Company joined with the 
Government of Jamaica to form Air Jamaica (1968) Ltd. Air 
Canada is to be sole subscriber to $8,000,000 of preferred 
shares and 40% of an ordinary stock issue of $1,000,000. (Refer 
Note 5 to financial statements). Initial managerial and technical 
assistance will also be provided to the new airline. 


Revenue Dollar 1968 


Source 


PASSENGER REVENUES 
FIRST CLASS 8.3¢ 


PASSENGER REVENUES 
ECONOMY 76.3¢ 


FREIGHT, EXPRESS AND 
EXCESS BAGGAGE 9.4¢ 


MAIL 3.8¢ 


CHARTER 1.3¢ 


INCIDENTAL — NET 0.9¢ 


Distribution 


FLYING OPERATIONS 21.5¢ 
MAINTENANCE 18.0¢ 


AIRCRAFT AND 
TRAFFIC SERVICING 15.0¢ 


PASSENGER SERVICE 9.4¢ 


GENERAL AND 
ADMINISTRATIVE 4.1¢ 


DEPRECIATION AND 
OBSOLESCENCE 10.2¢ 


SALES AND PROMOTION 14.6¢ 


NON OPERATING 
EXPENSE 3.0¢ 


PROVISION FOR INCOME 
TAXES 2.1¢ 


NET INCOME 2.1¢ 
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1959-1968 


MMP PAssENGER 
MILLIONS 


MMM cuarter 


OP wait 


4 commopity 


600 


100 


1959 60 61 62 63 64 65 66 67 68 


Operating Revenue and Expense per Revenue Ton Mile 
1959 - 1968 


Ml OPERATING REVENUE 
CENTS PER REVENUE TON MILE 
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Index of Air Canada Average Yields vs Consumer Price Index 
1949 -1968 
1949 = 100 


sa CONSUMER PRICE 
INDEX 


mums PASSENGER YIELD seevats FREIGHT YIELD cpm MAIL YIELD 
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Available Seat Miles, Revenue Passenger Miles and Passenger Load Factor 
(Scheduled Services) 1959-1968 
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ROUTES AND SERVICES 


There was no substantial change to Air Canada’s route net- 
work in 1968. However, the Company increased flight fre- 
quencies, added a number of new non-stop operations and 
continued to improve the overall quality of service to the 61 
destinations on its 78,820 miles of unduplicated routes. The 
introduction of the longbodied DC8s and DC9Qs also contributed 
to a Capacity increase on some routes. 

A total of 15 daily transcontinental flights were offered during 
the summer period, one more than in the previous year. The 
additional service operated non-stop between Montreal and 
Calgary before continuing to Vancouver. Similarly, the trans- 
continental winter schedule, which became effective on 
October 27, was expanded by another daily flight to a total of 
twelve, this new service operating between Montreal, Toronto 
and Vancouver. 

Operations increased on the two important routes to Los 
Angeles and Miami that were acquired in 1967 following 
negotiation of a new bilateral air agreement between Canada 
and the United States. A second daily flight was introduced to 
Los Angeles and during the winter season Montreal and 
Toronto had two and three daily non-stop flights respectively 
to Miami. All-jet service was offered on the Toronto-New York 
route, with as many as eight flights being operated daily. A 
third daily DC9 non-stop flight was added between Montreal 
and Chicago. 

A new service five days a week between Montreal, Val d’Or 
and Rouyn complemented the existing schedule to 
those communities via Ottawa; DCY non-stop operations 
began between Toronto and the Lakehead and a fourth daily 
DC9 flight was provided to the Atlantic Provinces, supple- 
menting services already operated to these points. 

There was a major increase in trans-Atlantic service with the 
airline operating, during the summer, 37 DC8 flights a week to 
the United Kingdom and 17 to Continental Europe, compared 
to 30 and 15 flights respectively in 1967. A non-stop service 
between Toronto and Frankfurt was scheduled on a daily 
basis during the summer period and two direct flights a week 
were initiated between Montreal and Zurich. 

In the winter season the Company offered a total of 27 flights 
a week to the United Kingdom and Continental Europe, com- 
pared to 24 in the previous year. 

Air Canada’s popular Western Arrow schedule, which pro- 
vides direct trans-Atlantic service from Western Canadian 
cities, totalled 11 weekly flights during the summer, an increase 
of four. Two of these were extended from the United Kingdom 
to Frankfurt and one was continued to Copenhagen, com- 
prising the first direct services to Germany and Scandinavia 
from Western Canada. 

There was an increase of 24% in the number of seats avail- 
able for Caribbean destinations. Effective with the winter 
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schedule, the airline operated from Toronto and Montreal a 
total of nine flights a week to the Bahamas, nine to Jamaica 
and 13 to Barbados, six of the latter also serving Antigua and 
eight continuing to Trinidad. 


TRAFFIC 


In general, passenger traffic in 1968 was adversely affected by 
a number of factors, including a general slowdown of business 
travel, social unrest in various areas of the world, a decline in 
immigration to Canada, and United States Government 
pressure to curb foreign travel by its citizens. 

In spite of these circumstances, Air Canada flew 5,756 million 
passenger miles on scheduled and charter flights, an increase of 
8%. While this rate of growth was below the experience of past 
years, the comparison with 1967 may be misleading because 
of the exceptionally heavy demand for travel during Centennial 
Year and particularly the attraction of Expo 67. 

International services were responsible for most of the pas- 
senger traffic growth. North American passenger traffic increased 
only 2% over 1967, while Atlantic traffic advanced by 13%. 
Most of this latter improvement occurred in the first seven 
months of the year as demand slackened on the Atlantic 
in the late summer and autumn. Only on southern services, 
including those to Bermuda and Florida, was there consistently 
strong growth throughout the year. Here traffic rose by 43%, 

a positive response to the 46% increase in capacity. 

Youth stand-by fares were introduced on North American 
routes in April and, later in the year, similar fares were made 
available on domestic services to senior citizens, providing 
a 50% discount for travel on a space-available basis. 

There was a healthy increase in commodity traffic as follows: 


Ton Miles Percentage Increase 


Freight 123,000,000 44% 
Express 8,000,000 16% 
Mail 23,000,000 8% 


To meet this growth Air Canada used two DC8 aircraft 
exclusively for all-freighter Jet Trader service and added a third 
DC8 to the cargo fleet in October. By that time, six cargo flights 
a week were operated on the North Atlantic and eight between 
Montreal and Vancouver. A Vanguard was also available for 
all-freight service. 

In addition to the Jet Traders, all passenger aircraft in the 
fleet offered capacity for cargo shipments. A regular DC8 can 
carry 8,000 pounds of cargo plus a full complement of pas- 
sengers and baggage; a longbodied DC8 can accommodate 
15,000 pounds. Cargo traffic on scheduled passenger flights 
accounted for 64% of total commodity volume during 
the year. 


New cargo terminals were opened or virtually completed at 
Chicago, Winnipeg and London, England and the capacity of 
the Toronto freight facility was doubled. 

Commercial pool agreements between Air Canada and 
British Overseas Airways Corporation, Irish International Air- 
lines and Aeroflot, the Soviet carrier, continued on trans- 
Atlantic routes. 

Following thorough planning for its future requirements, Air 
Canada announced in May a decision to embark upon an 
advanced reservations installation, using third generation com- 
puters, for implementation in 1971. Contracts amounting to 
approximately $22 million were awarded to Univac and the 
Raytheon Corporation for development and installation, the 
largest Canadian business order for computer equipment ever 
placed. The new system, to be called ReserVec II, will perform 
a number of functions apart from passenger reservations, in- 
cluding the provision of such diversified information as fare 
quotations, immigration and customs regulations and sched- 
uling and flight planning data. One of the advantages of the 
equipment chosen is that it can be adapted in the future to 
handle automatic and self-ticketing functions and self check-in 
procedures at airports. 


THE FLEET 


Air Canada took delivery of 25 aircraft in 1968, increasing the 
number of jets to 58 and the total fleet to 109. The additions 
consisted of three 133-passenger DC8s, three 196-passenger 
DC8s and 19 DCQs carrying 94 passengers each. Delays in 
deliveries of new aircraft, which had caused problems during 
1967, were overcome, permitting the airline to offer additional 
seats to all major destinations. Jet aircraft accounted for 75% 
of total seat miles provided, compared with 63% in the previous 
year. 

The retirement of the turbo-prop Vanguards and Viscounts 
had begun by year-end, with five of the former and six of the 
latter being removed from service. More will be withdrawn in 
the months to come and offered for sale. The composition of 
the Company's fleet at the close of 1968 was: 


Aircraft Passenger Capacity 
Number Type 

14 DC8 133 

3 DC8 139 

7 DC8 196 

3 DC8 Freighter 

31 DC9 94 
17 Vanguard 108 

1 Vanguard Freighter 


33 Viscount 48 
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Important provisions were made for future equipment. Early in 
1968 the Company placed an order for three Boeing 747s for 
delivery in 1971. These aircraft will carry 369 passengers at 
600 miles per hour. Later in the year, a letter of intent was 
signed for 10 Lockheed L-1011 TriStars, capable of carrying 
270 passengers at 565 miles per hour. The Company hopes 
to put the first six of these aircraft in service in 1972. 

In December, Air Canada proceeded with implementation of 
the decision to consolidate all of its future aircraft overhaul 
activity in Montreal. Negotiations began with private com- 
panies interested in assuming ownership of the Winnipeg over- 
haul base and who would ensure continuance of a major air- 
craft maintenance and overhaul facility in that city. Although 
the airline’s overhaul activities will be transferred, Winnipeg will 
remain an important element of the Air Canada system. It will 
continue as a line maintenance base and home of the Compa- 
ny’s accounting department. 


PERSONNEL 


At December 31, 1968, employees numbered 16,656, as com- 
pared with 16,225 at the close of the previous year. 

Four collective agreements were concluded with the Cana- 
dian Air Line Pilots Association, the Canadian Air Line Em- 
ployees Association, the Canadian Air Line Navigators Associa- 
tion and in the United States with the International Association 
of Machinists and Aerospace Workers. All of these settlements 
were reached without major disruption to the airline’s operations. 

Company training programs were expanded. A new $4 million 
flight training centre was opened at Toronto International Air- 
port in December, comprising three aircraft simulators, a pro- 
cedures trainer, classroom facilities and other teaching aids. 

Air Canada’s 1,200 pilots are expected to undergo 10,000 
hours of training in the centre during 1969. 

Instruction was given to 350 new stewardesses and 65 
pursers. Courses were provided for 200 new passenger agents 
at Company facilities in Montreal. Seminars were attended by 
140 ground hostesses and an additional 100 agents and 
hostesses received on-the-job instruction. 

Aircraft maintenance personnel in 19 skilled trades received 
143,000 man hours of technical training and a further 52,000 
man hours were recorded in the air freight, ramp service and 
load and cargo training sections. 

Large numbers of supervisory personnel were enrolled in 
leadership and management courses. 


INDUSTRY CO-OPERATION 


Representatives of Air Canada participated jointly in many 
important assignments with other domestic carriers through the 
Air Transport Association of Canada and with other major world 
airlines through the Air Transport Association of America and 
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the International Air Transport Association. These projects 
had objectives of liberalizing free baggage allowance on inter- 
national air routes ; development of a travel agents’ standard 
ticket and bank settlement plan; and advances in electronic 
fare calculation and ticket issuance devices to speed ticketing 
procedures. 

At an IATA Traffic Conference in Cannes, France, in Septem- 
ber, negotiations were undertaken on international passenger 
fares on a world-wide basis. Agreement was reached on tariffs 
for international travel in the Western Hemisphere. Final 
negotiations on fares in most other parts of the world were 
delayed until early 1969. 
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FUTURE 


As the Company enters its 33rd year, Canadians can take pride 
in the fact that their airline has become one of the largest and 
most respected in the world. The future is filled with promise and 
there is every reason to expect that the rapid growth of the air 
transportation industry during the past decade will continue 
and even accelerate. Air Canada will, by sharing in that progress, 
make a major contribution to the economic and social strength 
of the nation. 

Future growth will, however, require large capital resources 
and it is expected that during the next five years, over $300 
million of external funds will be needed by Air Canada for the 
purchase of new equipment and property. For the next decade, 
the Company has ordered or has reserved production line 
positions for aircraft in excess of $800 million. Provision has 
been made for more of the conventional DC8 and DC9 jets and 
also for the revolutionary new aircraft that will dominate air 
transportation in the years ahead. These latter will consist of the 
Boeing 747, the Lockheed L-1011 TriStar and the supersonic 
Concorde and Boeing 2707-300. 

Immediate developments in 1969 will include the addition of 
six long-bodied DC8s and two DC9Qs to the fleet. A new inter- 
national service to Brussels will commence in April. Many 
improvements in flight frequencies and in scheduling conven- 
ience will be made on existing routes. 

The rapidly changing technology of air transportation has 
major economic implications. The large new multi-million dollar 
jet aircraft require much greater emphasis upon longhaul opera- 
tions if profitability is to be achieved. Air Canada will grow and 
prosper as it takes advantage of developing air transportation 
markets, both domestic and international. In particular, the 
Company will endeavour to develop additional winter destina- 
tions in southern latitudes to compensate for the serious 
seasonal traffic imbalance that is more pronounced for a carrier 
based in the Northern Hemisphere. 

Questions of competition and of domestic regional air services 
are also directly relevant to Air Canada’s future planning. The 
Company welcomes the indication of the Federal Government 
that it is prepared to review these matters in the light of 
changing conditions. 

Air Canada’s chief concern is the public interest and the 
building, within the framework of national policy, of an efficient 
and profitable air transportation system that will best serve the 
needs of Canada, both at home and abroad. 

The airline is actively engaged in research and development 
projects. Automated baggage handling systems, computerized 
ticketing, faster check-in and boarding procedures and 
extended reservations systems are all being developed to 
cope with the volumes of traffic the airline will serve in the 
years ahead. To meet future equipment requirements, automated 
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maintenance and records and inventory control systems are also 
being planned. 

Because of its dynamic nature, the air transportation industry 
offers great potential to people of imagination and determina- 
tion. Air Canada employees served the airline well in 1968 
and their collective skills and dedication will be its greatest 
asset in the future. 

This report cannot be closed without paying tribute to Mr. 

G. R. McGregor who, after 20 years of leadership, retired as 
President of Air Canada in May of 1968. in announcing his 
retirement, the Board of Directors expressed their deep appre- 
ciation of the contribution that he had made to Air Canada’s 
development as one of the leading airlines of the world. 

The Board of Directors also wish to thank Mr. N. J. MacMillan, 
Q.C., for his valued work when, following Mr. McGregor’s 
retirement, he served as Acting President of the Company. 


7 — 


—"& [ye ° 


wr 


pee 


Yves Pratte 
Chairman of the Board 
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Balance Sheet at December 31 
(figures shown in thousands) 


Assets 


CURRENT 
Cash . : 
Notes and eceounts foceivable : 
Materials and supplies — at cost 
less accumulated obsolescence 
(1968 - $16,610; 1967 - rmeneye 
Prepaid expenses : 


REFUNDABLE FEDERAL CORPORATION TAX . 


NOTES RECEIVABLE 
INSURANCE FUND — at quoted market value. 


PROPERTY & EQUIPMENT — at cost 
Flight equipment and spare parts 
Ground equipment and facilities. 


Less accumulated depreciation . 


Progress payments . 


LONG TERM PREPAYMENTS . 


1968 1967 
$ 11,056 $ 15,088 
46,971 38,397 
21,513 17,406 
1,850 961 
81,390 71,852 
1,663 2,246 
12,056 = 
6,463 6,249 
494,954 375,881 
90,510 74,998 
585,464 450,879 
230,142 198,743 
355,322 252/13e 
45,999 54,968 
401,321 307,104 
5,498 — 
$508,391 $387,451 


Liabilities 


CURRENT 
Accounts payable . ' 
Traffic balances payable to other airlines 
Air travel plan deposits . 
Salaries and wages. 
Unearned transportation revenue 
Interest and dividend payable. 


NOTES AND DEBENTURES. 
DEFERRED INCOME TAXES 
INSURANCE RESERVE. 


Shareholders’ Equity 


SHARE CAPITAL 


Authorized 250,000 shares par value $100 each 


Issued and fully paid, 50,000 shares . 


RETAINED EARNINGS. 


1968 


$ 25,715 
14,990 
1,893 
12,908 
9,541 
4,807 


69,854 
392,820 
14,640 


6,463 


5,000 


19,614 


24,614 


$508,391 


1967 


$ 16,791 


5,000 


11,630 


16,630 


$387,451 


Statement of Income and Retained Earnings 
(figures shown in thousands) 


OPERATING REVENUES 
Passenger . ; 
Freight and express. 

Mail ae: 

Excess ecu oaaee : 
Charter 

Incidental services — net 


OPERATING EXPENSES 
Flying operations 
Maintenance . 
Passenger service 
Aircraft and traffic servicing 
Sales and promotion . 
General and administrative. 
Depreciation and obsolescence . 


OPERATING INCOME . 
NON-OPERATING EXPENSE 


Interest on debt . 
Non-operating income — net. 


PROVISION FOR INCOME TAXES . 
NET INCOME 
RETAINED EARNINGS 

Balance at beginning of year . 


Dividend at $4.00 per share 


Balance at end of year 


1968 


$328,137 
34,773 
14,633 
1,448 
5,118 
3,519 


387,628 


359,610 


28,018 


18,247 
(6,593) 


11,654 


16,364 
8,180 
8,184 

11,630 
(200) 


$ 19,614 


1967 


$295,553 
26,007 
14,223 
13333 
4,173 
4,322 


345,611 


72,626 
66,931 
31,919 
50,982 
53,404 
14,164 
39,705 


329,731 


15,880 


13,657, 
(5,074) 


8,783 


7,097 


3,550 


3,547 


8,283 
(200) 


$ 11,630 


Statement of Source and Application of Funds 
(figures shown in thousands) 


SOURCE OF FUNDS 
Net income. 


Add: Depreciation . ot. 
Deferred income taxes . 


Insurance claim settlement. Pe 
Sales of property & equipment — net. 
Capital borrowings. ..... . 
Refundable federal corporation tax. 


APPLICATION OF FUNDS 
Purchase of property & equipment 
including progress payments . 
Long term prepayments . 
Dividend. ae: 


Decrease in working capital . 


1968 1967 
$ 8,184 $ 3,547 
38,086 35,684 
8,180 3,550 
54,450 42,781 
= 9,425 
4,985 ad 
90,000 67,000 
583 (677) 
150,018 ih 3,573 
149,344 129,428 
5,498 — 
200 200 
155,042 129,628 
$ 5,024 §$ 11,055 


Notes to Financial Statements 
1. Depreciation and Obsolescence 


In evaluating the future utilization and marketability of its 
turbo-prop fleet, the Corporation revised its estimate of the 
useful life of Vanguard aircraft, and the residuals of its Viscount 
fleet effective January 1, 1968. 

Depreciation lives of 13 of the Vanguard aircraft, formerly 
planned to attain residual value at December 31, 1968, have 
been extended to coincide with their respective proposed 
revised service dates running through 1971. 

Viscount aircraft are to be fully depreciated thereby elimi- 
nating their residual value and will be written off by 1971. 

As a result of these decisions depreciation expense in 1968 
was reduced by $5,350,000 thereby producing an improvement 
in net income after tax of $2,675,000. 


2. Notes Receivable 


Proceeds from the sale during 1968 of six DC9 Model 14 
aircraft were in the form of promissory notes to be settled over 
the period 1968 — 1971. The $12,056,000 evident in the 
Balance Sheet represents the amounts due in the years beyond 
1969. 


3. Deferred Income Taxes 


Before the adoption of deferred tax accounting in 1966, 
certain provisions had been charged against reported income 
which were not allowable as deductions from taxable income. 
When the Corporation becomes entitled to claim these charges 
as allowable deductions, retained earnings will increase by 
approximately $6 million. 


4. Commitments 


Commitments for the acquisition of 21 jet aircraft and spare 
engines at December 31, 1968, after deducting progress pay- 
ments to date, amounted to approximately $233.1 million. 
Anticipated delivery of the aircraft is as follows: 


1969 1970 1971 
Douglas DC-8-63 6 7 — 
Douglas DC-9-32 2 3 — 
Boeing 747 — — 3 


Expansion of ground facilities comprising a second generation 
reservation system ; cargo facilities at Winnipeg, London, En- 
gland and Toronto; and advance rental payments relating to 
premises to be sublet from BOAC at Kennedy International 
Airport, New York, collectively will require a further $38.2 
million. 

In addition, the Corporation has issued a Letter of Intent to 
purchase 10 Lockheed TriStar aircraft for delivery in the years 
1972 through 1974 at an approximate cost of $185 million, 
and has options to purchase a further nine aircraft for delivery in 
1974 and 1975. The obligations assumed under this Letter of 
Intent are subject to approval of the Corporation's 1969 Capital 
Budget by the Government of Canada prior to March 1, 1969. 

Annual rental payments for accommodation facilities under 
long term leases in effect at December 31, 1968, approximate 
$5.2 million. 

Queue positions have been protected for Concorde and 
Boeing supersonic transports. The Corporation has no firm 
contracts for these aircraft and neither total cost nor delivery 
dates can be determined at this time. 
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Auditors’ Report 


TO THE HONOURABLE THE MINISTER OF TRANSPORT, 


eS) 


5. Contingent Liabilities 


Contingent liabilities exist in respect of Pay Later Plan notes 
discounted at banks totalling $3.3 million and for aircraft com- 
mitments assumed by Air Jamaica (1968) Limited due to be 
discharged in January and February, 1969 aggregating $7.1 
million. | 
In respect of the latter, the Corporation entered into an agree- 
ment to assist in the financing and operation of Air Jamaica 
(1968) Limited. Financial matters covered by the agreement 
were: 
a. Common stock equivalent to $1 million Canadian to be 
purchased 60% by the Government of Jamaica and 40% by 
Air Canada. 
b. Redeemable preferred stock equivalent to a maximum of 
$8 million Canadian to be purchased by Air Canada to the 
extent required for the acquisition of equipment. The Govern- 
ment of Jamaica will purchase this stock from Air Canada 
over a period of ten years at a premium equivalent to 7%4% 
per annum. 


OTTAWA 


We have examined the balance sheet of Air Canada as at 
December 31, 1968, and the statements of income and retained 
earnings and source and application of funds for the year ended 
on that date. Our examination included a general review of the 
accounting procedures and such tests of the accounting records 
and other supporting evidence as we considered necessary in 
the circumstances. 

In our opinion, and according to the best of our information 
and the explanations given to us and as shown by the books 
of the Corporation, these financial statements are properly 
drawn up so as to give a true and fair view of the state of affairs 
of the Corporation at December 31, 1968, and the results of 
its operations and the source and application of its funds for 
the year ended on that date, in accordance with generally 
accepted accounting principles applied on a basis consistent 
with that of the preceding year. 

We further report that, in our opinion, proper books of account 
have been kept by the Corporation and the transactions that 
have come under our notice have been within the powers of 
the Corporation. 
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Glossary of Terms 


Available Seat Miles 


Available Ton Miles 


Revenue Passenger Miles . 


Mail Ton Miles 
Freight Ton Miles 
Express Ton Miles 


Revenue Ton Miles. 


Passenger Load Factor 


Yield . 


Operating Ratio . 


Return on Investment. 


Total seats available for revenue passengers, multiplied by the 
number of miles those seats are flown. A measure of passenger 
Capacity. 


Number of tons available for the carriage of passengers, cargo 
and mail, multiplied by the number of miles this capacity is flown. 
A measure of overall capacity. 


Total revenue passengers carried multiplied by the number 
of miles they are flown. A measure of passenger traffic. 


Tons of the applicable commodity multiplied by the miles it is 
flown. Measures of commodity traffic. 
Total tons of all revenue traffic carried multiplied by the miles 


it is flown. An overall measure of traffic. 


(%) the ratio: Revenue Passenger Miles 


1 
Available Seat Miles a 


Average revenue per revenue passenger mile or revenue 
ton mile. 


Operating profit as a percent of operating revenues. 
Net income after income tax plus net interest expense expressed 


as percentage of average investment. Investment is the sum of 
long term debt and shareholders’ equity. 
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Ten Years of Expansion 


1968 1967 1966 
FINANCIAL ($000) | 
Passenger*Revenue 4. 20> 5. &.ies. ae sewn on ee 328,137 290.005 243,877 
Operating *Reventios? 3 (re in SO ae ee ee enn ce, 387,628 345,611 289,943 
Operating’ Expenses: i 37.9 VP VO Pk Tee gts a ee eee 359,610 329,731 275,990 
Operating Profit. . sf o> he ce eet ee eet ee mee ee 28,018 15,880 13,953 
NePINCOMe. s.r oe me a) ae Oe eee ae eer 8,184 3,547 2,910 
Dividendsag> i kG: PR OY Ne 2 ee Se ee 200 200 200 
Interest .. Ga Seo See Peete 5 ae RAR eee eee ee sere 18,247 Jicxeloy 11,580 
Shareholders’ Equity ik ee ae gt Skene Fh Se ek 24,614 16,630 13,283 
Long Term ‘Debt. Ger 8 eee ee ee ee ee 392,820 302,820 235,820 
Total;Assets’ 3. Ss ous ete a) eee nee se ae 508,391 387,451 306,468 
Working’ Capital’: 5. 3 se el ee ee ee 11,536 16,560 27,616 
Operating Ratio. s «4. 2 hae ee ee ee ee 7.2% 4.6% 4.8% 
Return-on investments =." 2. ae eeu, eet See ne en ee 6.3% 5.2% 5.4% 
STATISTICAL 
Revenue Passengers Carried (000) ......2.2.2.2.2.420224848 6,469 6393 5,294 
Revenue Passenger Miles* (000) . .......2.2.2.2. 2.484 5,616,011 5 221,506 4,193,212 
Available:Seat: Miles (O00).6 7 era ciisth ee eek ee) a ee ee ec 9,716,545 8,054,458 6,387,251 
Passenger Load Factor*. . . : tae eh ath «3s, ze ees OT aan 58% 65% 66% 
Yield per Revenue Passenger Mile* it SE eRaiy ee a Cee 8, Oak. 5.84¢ 5.66¢ 5.82¢ 
Freight Ton Miles* (O00) . . ee ed eee or ee aml? 122,916 85,653 74,588 
Total Revenue Ton Miles (000) . an bib ke goes’ i es Pe whee yon eae 732,456 649,870 534,522 
Available Ton Miles (000). . . NO er eee re Ur 1,503,770 1,227,164 1,009,394 
Operating Cost per Available Ton Mile Ae sey DS SLAP aa Oe ee ee ee. 23.91¢ 26.87¢ 27.34¢ 
Average Aircraft Stage Length (miles) . . .......2.2.248. 489 447 422 
Average Aircraft Capacity (tons) . . MEE 15.30 14.13 14.59 
Average Aircraft Utilization per Day (Revenue Block Hours)** ee eee: 7:55 8 :38 7:59 
Available Ton Miles per Employee. . . Lae at hein hd Sa 89,558 Te 000 73,582 
Available Ton Miles per Revenue Block Hour** ee ee er ae 4,987 4,333 4,420 
Employeesiat Year End’ sc.) Ga, une een ee 16,656 1,6:225 14,351 


“Scheduled services only. 
**Engines on to Engines off. 


22 


1964 


7/092 
Pe\V SVS 10) 
203/527 
10,383 
1,406 
150 
11,491 
6,783 
235,820 
275,501 
CW a Pd 
4.9% 
5.2% 


4,189 
2,923,842 
4,642,431 

63% 


1963 


167,653 
1199/3590 
188,121 
137269 
528 


TIEGAS 
DyO26 
237,471 
269,342 
21,019 
5.7% 
4.8% 


3,967 
2,701,899 
4,586,419 

59% 
6.21¢ 
32,020 
Ssiii4 
668,394 
28.15¢ 
S73 
13.04 
6:24 
57,685 
3,744 
14#330 


1962 


158,792 
183,473 
176,078 
7,395 

(3,541) 


P1519 
5,000 
237,471 
274,311 
22,620 
4.0% 
3.1% 


3,865 
2,629,285 
4,379,236 

60% 
6.04¢ 
26,305 
301,506 
593,411 
29.67¢ 
357 
11.61 
6:17 
49,837 
3178 
Wie7 1.9 


3,112 
2,464,666 
3,848,899 

64% 


3/209 
1,812,567 
2129219 
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Routes of AIR CANADA 
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Mi cel } =e F : 
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Dubawnt L.y f ‘Chesterfield Inter NOTTINGHAM |. B Lake Hetbour 4231 # 
Great COATS |. 
Slave 
Lake 
MANSEL |. RESOLUTION /. 4710 FS 
«Fort — 
J Providence * “Fon Resolution ji 
: i ws Juli 
‘ % Cape Chidley 
Sb. Walson Lake te 4 4360 
Se a Uranium City  Povung ois & 
Lake 
Athabasca Churchill + Port Harrison “Fey. Hebron 3908 
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Reindeer e 
Fs ya 
& or Facisty \ 
& Roe, McMurray ‘Southern ce x - 
e Indian l. ‘ { 
¥ ie 3 Gethahp Nelson mont Severn BELCHER IS, i q 3603 
oS F tereny f : « Hopedale 
Cc = F R. N i D A Schefferville | 
Prindée- Rupes Flin Flon 8 
Cw : Ree Be be 
- EDMONTON cnoae a Noiey is ou fort Crore © 
ie Mince Alber. uses, vee Fort George 
ta Hopson bert 5. Si 4 
RET ol 
we Oe Otis Mis. 
L. Winnipeg F528. 


+ 


( 


T 
L Mistassint Cape Bauld 


f 


3 
Daler? porte Moosonee , 


CHARLOTTE /S 


ANTICOSTI |. 


Kenora 


PHENVILLE/ NEWFOUNDLAND 
CORNER BROOK 


VANCOUVER | 
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ISLAND ORT ARTHU NORANDA ONDER 
VICTORIA 
4 , ST. JOHN'S 
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Great Sal : : 
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, Indianppolis « ne f 
+ Rano Cincinnati 
Kansas City” 2 4 yee 
* Sacramento, ed ey = 
St.Louis og 6 Louisville 
San Francisco*, i Wines 7 i. ee re wir f 
x 5: p r 
f c ree ef 
ie, <3 4 Knoxyitie« a + 
3 z & ee natch 
Oklahoma, City sy. Pes [iy 
Ailbuquetque 3 x Memphis 
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. e 
LOS ANGELES) et uci ; Birmingham Atlanta 
: : Fortworh, . Dallas See BERMUDA 
2 El Pass (UK) 
Ciudad Jusrez ® 
San Antonio tlouston ES. Oiteens 
2 
/. DE GUADALUPE gle > Binvahue 3 
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7 % 
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Salvador Pia de 
EL SALVADOR iPeaaGuA coliae CURACAO (NETH) BARBADOS 
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: * 
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a a ala GUYANA i 
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© RAND MC NALLY & co, 


PERU... . 
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Routes d’AIR 
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2621 
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+ Mi. Fore! 
17024 
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Reykjavik. Onega\® 
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eee Helsinki 
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